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REPORT OF THE DIRECTORS 


To the Shareholders 


The Board of Directors is pleased to present the 
Annual Report for the year ended December 31, 1976. 


FINANCIAL 


Consolidated net income for the year was 
$14,985,000 or $1.13 per share compared with 
$24,379,000 or $1.84 per share in 1975. Mattabi Mines 
Limited contributed $6,007,300. The leasing of the St. 
Lawrence Fertilizers plant to the owners of the Electro- 
lytic Zinc plant gave rise to tax benefits which on con- 
solidation appear as an extraordinary item of income 
amounting to $757,000 or $0.06 per share. Mattagami’s 
share of General Smelting Company’s 1976 earnings was 
$252,000 through its 40% interest in Federated Genco 
Limited. 


The total production of zinc and copper contained 
in concentrates from the Mattagami and Mattabi opera- 
tions increased 1.6% and 7.9% respectively. The revenue 
from zinc in concentrates was 13.9% lower whereas that 
from copper concentrates was 21.5% higher, compared 
with 1975. Revenue from zinc metal dropped 12%. 


Capital expenditures totalled $9,270,000 and 
include the completion of the expanded electrolytic zinc 
reduction plant $1,173,000, the continuation of develop- 
ment at Lyon Lake Division $4,823,000, and the under- 
ground development project at the Mattabi mine 
$2,617,000. 


Due to relatively low consumption of zinc metal 
throughout 1975 and 1976, inventories of zinc concen- 
trates and metal remained high and at year end had an 
estimated realizable value of $39 million. Working capi- 
tal increased $1.0 million to $57.4 million while cash po- 
sition and bank loans improved by $18.1 million. 


The company paid quarterly dividends of $0.25 per 
share on the Class A shares and 85% of that amount to 
the holders of Class B shares. 


On February 17, 1977 a dividend of $0.25 per share 
on Class A common shares and $0.2125 per share on the 
Class B common shares was declared payable on March 
L619 Td. 


OPERATIONS 


At the mines, operating efficiences, accident pre- 
vention and metallurgical results were maintained at 
high levels. However, major increases for labour, sup- 
plies and power continued to escalate production costs. 
Operating costs per ton milled increased 16.6% at the 
Mattagami mine due to lower tonnage, higher labour 
cost and the fact that greater ore extraction from pillars is 
more costly and difficult. At the Mattabi mine, unit costs 
increased 26.6% over the average for 1975 due partly to 
increased extraction of waste from the open pit and 
higher labour and equipment maintenance costs. 


Production at the electrolytic zinc plant for 1976 
averaged 56% of the expanded 225,000 tons annual capa- 
city. This was due to weak demand for zinc metal and 
some early difficulty in starting up the new sections of 
the plant. As a result, operating expenditures and unit 
costs were higher than forecast. 


Operations were suspended at St. Lawrence Ferti- 
lizers in April and through the remainder of the year 
because fertilizer prices were less than the cost of pro- 
duction. 


Expenditures by Mattagami’s Exploration Division 
remained constant at $2.0 million. 


QUEBEC OPERATIONS 


The newly-elected government of Quebec has 
clearly indicated that it will give the citizens of that prov- 
ince the opportunity to vote through a referendum on its 
political independence. Opinions voiced by members of 
government point to no early major changes in policy to- 
wards base metal mines, copper smelters, refineries and 
zinc reduction plants. The zinc and copper concentrates 
from the Mattagami mine are processed to metal in the 
province. The operations at Matagami and Valleyfield 
maintain high standards in production and technology 
and French is well established as the working language. 
The next few years will be important but your manage- 
ment believes that the company’s mining and zinc reduc- 
tion operations will continue to have an important role 
in the province. 


In 1976 the company expended $655,000 or 32% of 
its mineral exploration budget in Quebec and will con- 
tinue at about the same rate in 1977. In addition, 
$277,000 was spent in preparing for the $2.8 million deep 
level exploration project at the Mattagami mine prop- 
erty. The cost of such a project does not qualify for 
exploration allowances either federally or provincially in 
calculating income and mining taxes, despite the fact 
that it is an endeavour to find more mineral reserves and 
the risk and cost are just as high as if not higher than, 
those of exploration from surface. 


Currently the quantity of zinc contained in concen- 
trates and reduced to metal at the zinc plant in Valley- 
field is greater than the total production from the mines 
in Quebec, and similarly the amount of copper refined 
and fabricated in Quebec exceeds mine production in 
the province. The decline in non-ferrous mineral re- 
sources proves the need for increased exploration efforts 
to restore the level of reserves. This situation is recog- 
nized by both the government and the private sector. 
There is every reason to be optimistic that new orebodies 
may be found in Quebec. 


The remaining mineralized reserves of the Matta- 
gami mine have a predictable life of some ten years 
under favourable economic and political conditions. 
Every effort is being made to extend the life of this oper- 
ation and top priority is being given to the deep level 
project and exploration in the vicinity of the mine. The 
Exploration Division also has nine active projects in 
other areas of Quebec. 


LITIGATION 


As is mentioned in Note 7 to the financial state- 
ments, the company is one of the defendants in the Que- 
bec Superior Court for alleged environmental con- 
tamination and interference in aboriginal rights. 


PERSPECTIVE 


Canada’s non-ferrous mining sector is experiencing 
a low level of exploration activity and new mine devel- 
opment. The escalation in capital costs and the large 
increase in production costs have outstripped the overall 
pace of inflation the past few years. Added to this is the 
dispirited demand for copper and zinc, climbing inven- 
tory in refined stocks and the uneconomic level of prices. 
Under these conditions, the average mineral prospect 
cannot earn a suitable return on the capital investment 
required to bring it to production and therefore in most 
circumstances it cannot be financed. Similarly, many 
individual producing mines are not making sufficient 
profit to undertake new investment. Those that can are 
looking to other business ventures which offer more 
potential for a reasonable return on investment. In gen- 
eral, inflation, excessive taxes and the uncertain world 
market conditions are discouraging expansion, tech- 
nological advancement and investment in new plant and 
equipment. However, Mattagami believes conditions 
will improve gradually and continues to direct explora- 


tion expenditures in the search for base metals and ura- 
nium. 


Canada’s base metal mining sector has great poten- 
tial for growth but substantial increases must first be 
obtained in the prices for most of its products. In addi- 
tion, if levels of mineral production are to be tripled by 
the year 2000 to meet the industry’s potential, as sug- 


gested by the Department of Energy, Mines and 
Resources, then governments must quickly establish a 
rational economic policy for a structure that will 
encourage growth. 


ACKNOWLEDGEMENT 


Your directors express their appreciation and 
thanks to all employees for their outstanding efforts 
throughout the year. 


On behalf of the Board, 


joke A Hele 


President. 


Toronto, Ontario. 
February 17, 1977. 


METAL MARKETS 


The western world was counting on renewed 
economic expansion in the United States in 1976 to lead 
general recovery. During the early months consumption 
of most metals picked up and buyers increased 
purchases to meet this demand and to replenish badly 
depleted inventories. Prices rose and producers 
increased production. In the July-October period growth 
in the United States economy slowed down and stocks of 
many metals began to rise again because production, 
which increased to meet an expected higher demand, 
was too high. At the year end most metal producers were 
anticipating an improvement in demand worldwide, 
based on an expanding U.S. economy which had 
resumed growth in November. 


ZINC 
Western World Balance — ’000 Short Tons 
Est. 
1974 1975 1976 1977 
ASUS) a) Nic aa oe ere 5,290° 4,500 4/300 4,600 
COMSUMIPUOM Zrcenssceesscurs 5,050 3,900 4,400 4,700 
NAC ATC TIC ESLOCKSieeeee ees 500 1,100 1,000 900 


During the first half of 1976 zinc demand recovered 
rapidly from the sharply depressed levels in 1975. 
Inventory replenishment was a major factor as well as 
strong automotive demand in the United States. By mid- 
year, stocks had declined and smelter production rates 
were increased. When demand faltered in the third 
quarter, the surplus metal production was reflected in 
rising stocks, widespread price discounting in Europe 
and an abnormal volume of offshore exports to the 
United States. Mine production remained in balance 
with metal production due to extended strikes at major 
Canadian mines but there could be a temporary surplus 
in 1977 with the start-up of large new mines in Ireland 
and Spain. 


The major end user of zinc is the motor vehicle 
industry where it is used as corrosion protection for steel 
and a vulcanizing agent in tires, in brass for radiators 
and other fittings, and as die castings for decorative and 
functional parts. With the requirement of the 
automotive industry to produce lighter weight, more fuel 
efficient vehicles, zinc die castings are facing a strong 
challenge from plastics. Thus, a major effort has been 
launched by the zinc industry to ensure that the thin wall 
die casting technology developed by the International 
Lead Zinc Research Organization, to enable zine die 
castings to be cost and weight competitive with plastics, 
is recognized and applied in the automotive market. 


The U.S. producer price declined in January by 2¢ 
to 37¢ per pound and a 3¢ increase to 40¢ in August was 
retroactively rescinded in October. The Canadian price 
was at 37¢ until August, when a 2¢ increase was 
ineffective, as in the U.S.A., and a currency related 


adjustment in October lowered the price to 364¢. 
Overseas, the published price was unchanged at U.S. 
$795 per metric ton. 


COPPER 
Western World Balance — ’000 Short Tons 
Est. 
1974 1975 1976 1977 
BUDD yaa ne eee ans T1350 268750003 0a ad 
Consumplionaee ne 7,280 6,090 7,140 7,650 
iVicarrendestOCk sia ee iy KO SO) Dee 


Mine production cuts implemented in 1974-75 were 
largely eliminated in 1976 and production outside North 
America was at capacity. Despite a 17% increase in 
consumption, commodity exchange stocks rose 214,000 
tons. Concern over interruptions in supply from CIPEC 
countries was abated and U.S. fabricators purchased 
significant forward copper for delivery in mid 1977 when 
there is the possibility of work stoppages affecting North 
American copper production. 


The LME price rose from 53¢ in January to 76¢ at 
mid year, then declined to 54¢ in October and was 57¢ at 
year end. The U.S. producer price rose in three steps 
from 63¢ to 74¢ in the first half then fell in two stages to 
65¢ by December. 


SILVER 
Western World Balance — 000,000 Troy Ounces 
Est. 
1974 1975 1976 71977 
SUPP Veer veveareaseccr steer 423, 426 447 428 
COnsumPlON Vy iis..ecreees 458 402 437 450 
Surplus, (Gefcit) iics-tee- (G5) 240 eee 22) 


Prices followed the pattern of most commodities, 
rising throughout the first half, to a peak of $5.10 in July, 
before declining to $4.30 at year end. The market was in 
close balance and trading was influenced by the trends in 
gold and other commodity markets. 


In October, the U.S. Federal Preparedness Agency 
proposed that the GSA strategic stockpile of 140 million 
ounces be sold at spaced intervals. While Congressional 
approval in 1977 is uncertain, potential supplies from 
this source could continue to influence price 
expectations. 


ctrolytic Zinc plant, Valleyfield, P.Q. 


Gunnars Reboks in process computer 
control room at Mattagami mine. 


Peter Mathias, 

Chief Engineer and 

Jacques Viljoen, 

Chief Technician, 
Engineering Dept., 
examining three-dimensional 
model of Mattagami mine. 


Scooptram exiting 
from portal at 
Lyon Lake decline. 


REPORT OF THE GENERAL MANAGER 


To the shareholders: 


The following is a report on operations at Matta- 
gami Lake Mines Limited, Matagami, Quebec, Mattabi 
Mines Limited, Ignace, Ontario, as well as other devel- 
opments in which the company is interested. 


MATTAGAMI LAKE MINES, Matagami, Quebec. 


Production: 1976 1975 
Ore milled = Dry tons 7-23... 1 225,942 285,703 
Daily rate = TOMS ese testes 3,350 Spe! 
Calculated grade — Ore milled 
Zinc WO .disigseaadevedcoseee wD 13 
Copper SMO en Susuadateeee eee 0.55 0.62 
Silver = OZ/ TON. faunas 0.93 0.86 
Gold = OZ/tON avai. 0.014 0.014 
Zinc concentrate produced 
Short, dry toms: 28. tose yee: 154.889 162,236 
Grade => Vo. ZANE Geceantet Spal Sell 
Copper concentrate produced 
Shortodry tOnSiie sta cces eee cone 2039 24,882 
Grade = % COpper <s.0.: 24.2 24.1 
Silver =O) 77/ (OTe aS 10.73 
Gold = Oz/ton Pinas: 0.203 0.180 
Distribution of zinc concentrates was as follows: 
Canadian Electrolytic Zinc, Valleyfield, Que. 15.9% 
Quebec City fer export eawe..t a eee 24.1% 


All of the copper concentrate was trucked to the 
smelter of Noranda Mines Limited, Noranda, Quebec. 


Milling 
The concentrator operated smoothly throughout the 
year, although the mill rate was reduced somewhat from 


the year previous. Grade of mill feed remained 
unchanged from 1975 and recoveries were as follows: 


1976 1975 
ZANC, = WO sadsolintecenanctettereoneeroce teem 91.6 92.4 
Copper SG haselopea eae eee eee 73.8 75.6 


Stable circuit operation due to computer control 
contributed in maintaining metal recoveries at a high 
level despite variations in grade of mill feed from time to 
ime. 

The rod mill operated at 94.2% of the possible time. 


Mining 


The mining of the Mattagami orebodies continued 
in an orderly fashion with the major part of the stoping 
sections having been mined out to the extremities of the 
orebodies and the intervening pillars now being mined 
on a retreating pattern toward the centre. 

During the year 69% of the mill feed came from pil- 
lars. 

The mining of the crown pillar continued through- 
out the year and provided a considerable part of the mill 


feed. Drawing of ore from mining section 50 to mining 
section 54, the entire southeast portion of the orebody, 
was completed during the year and was prepared for 
backfilling. This large block contained about 4 million 
tons. 


Tonnage of ore drilled off in stopes and ready for 
blasting totalled 914,000 tons at a grade of 8% zinc and 
0.63% copper. 


The deep exploration project, consisting of the 
driving of a decline from the 870-foot level to the 2000- 
foot level was well on the way by year end. This pro- 
gramme will take several years to complete and will pro- 
vide access for diamond drilling down to 4000 feet below 
surface in the favourable geological environment below 
the No. | Orebody. 


Ore Reserves 


Proven ore reserves calculated to mining outline, 
and without allowance for dilution, are as follows: 


Zinc Copper Silver Gold 

Orebody Tons % % Oz/ton Oz/ton 
No. 1 9,317,000 Al 0.58 0.015 0.95 
No. 2 288,000 8.0 0.61 0.015 0.95 
Total 9,605,000 el 0.58 0.015 0.95 


Ore reserves were completely recalculated during 
the year using present economic factors and specific 
gravities of the remaining mining areas. 


Personnel 


Once again there was a slight reduction in the aver- 
age number of employees during the year, being 422 
compared with 429 for 1975. At year end the total num- 
ber on the payroll was 399. Turnover also showed a 
decrease and stood at 1.4% per month. At year end 88% 
of our employees had a seniority of one year or more. 


There were 9 compensable injuries during the year 
resulting in an accident rate of 11.1 compensable injuries 
per million manhours worked. This compares with a rate 
of 9.7 for 1975 and a provincial accident rate of 27.4. 


General 


The population of the Town of Matagami seems to 
have stabilized with the relocation of people connected 
with the James Bay project to the new town of Radisson, 
450 miles to the north. Housing accommodation is ade- 
quate for present needs in town. 


The collective agreement expires in June 1977. 


MATTABI MINES LIMITED, Ignace, Ontario 


The mine, owned 60% by Mattagami Lake Mines 
and 40% by Abitibi Paper Co., is located 50 miles north 
of the town of Ignace on Highway 599 in northwestern 
Ontario. 

Production at the mine is summarized in the fol- 
lowing table. 


Production: 1976 1975 
Ore milled = Dry tons) 6...2... 1,065,711 1,074,923 
Daily tOnna te fercccseacecet sas seat enacss.na%e 2,912 2,945 
Calculated grade of ore milled 
Zinc OAM Ectgen ccs oipevesse 8.13 7.34 
Copper ct Newtek Secret PEE 1.23 0.97 
Lead Be tos 28 gb, Sos 0.76 0.70 
Silver sa OZI PON sr cetise cece: Oe 3.23 
Gold == (OZ/ tON areice..-- 0.007 0.007 
Zine concentrate = tONS o...1.0..t.-:- 139,095 127,892 
Zinc SW ies WY iets 54.36 53.69 
Recovery SN cbiacrecivanrarbiets 87.30 87.01 
Copper concentrate — tons ............ 41,599 80.209 
Copper SEP ee eneneacaacaors saan 26.20 23:52 
Recovery Ba Migs nastcnate esas, 83.20 83.18 
Lead concentrate — toms ................ 4,344 3,939 
Lead a ee ee SL 50.77 
Recovery Ba Wi aiehaenpeeseetioss 28.0 26.46 
Silver in Copper and Lead 
Concentrates = OUNCES .......26..0.2.+: 2009 178. 72,123,150 
Recovery Of Silver 0%. itis. cccsstos: 66.57 61.12 


Zinc concentrates were shipped to the United States 
and to Quebec City for export. Copper concentrates 
were shipped to the smelter of Noranda Mines Limited 
at Noranda, Quebec, and lead concentrates were ship- 
ped to Western Canada for treatment and to Europe. 


There were no stockpiles of any concentrates at the 
mine at year end. 


Milling 

The mill operated at very close to design capacity 
throughout the year. Grade of mill feed was higher than 
that in 1975 in all components, and concentrate produc- 
tion was substantially higher. Metallurgy was good and 
recoveries of all metals were increased, in part due to 
stable flotation circuit control due to process computer. 
Grade of copper concentrate at 26.20% showed a marked 
improvement over 1975, and production of silver was 
substantially higher. The process control computer is 
proving to be of great value in dealing with fluctuations 
in grade which occur when mining different sections of 
the pit. 

Protection of the environment forms a substantial 
part of the operation of the plant and a great deal of 
time, energy, and money is spent in maintaining the 
quality of the receiving streams at or near the govern- 
ment effluent standards. It is expected that an automatic 


tailing effluent treatment plant at the point of discharge 
into the general water system will be built in 1977. 


Mining 

Mining operations showed continued improvement 
throughout the year until sub-normal temperatures dur- 
ing the late fall forced a reduction in waste extraction. Pit 
production for the year of ore, waste and overburden 
totalled 4,106,000 tons compared with 3,413,000 tons in 
1975. Waste to ore ratio for the year was 2.5 to 1. 


In the underground development project, declines 
have been completed for ventilation and access pur- 
poses. The project has been halted at this point pending 
assessment of additional underground diamond drilling 
which will be carried out from extensions to the 850 foot 
level. 


A total of 21,728 feet of surface diamond drilling 
was completed during the year in our continuing long 
range systematic property exploration programme. No 
economic mineralization was encountered. 


Ore Reserves 


At year end ore reserves totalled 6,500,000 tons of 
6.89% zinc, 0.7% copper, 0.68% lead, and 2.67 oz/silver 
per ton. Reserves were reduced from 1975 figures by ton- 
nage milled, reinterpretation of deeper ore lenses fol- 
lowing diamond drilling from underground and econo- 
mic reasons. Some 1.5 million tons were placed in a sub- 
ore category, all or part of which may be treated under 
more favorable economic conditions. 


General 

The work force at year end totalled 307 employees 
compared with 291 at the end of 1975. Turnover per 
month averaged 5.7%. The proportion of employees with 
one year or more of service has increased to 65.5% from 
63.5% the year previous. 


The construction of 24 houses, built under the com- 
pany plan, was completed during the year. The new 
arena-curling rink complex, built with company 
assistance, was opened and a start was made on the con- 
struction of a shopping plaza and a new mobile home 
park. A contract was let for the paving of some streets in 
town and sewer and water services were extended. 

A two-year collective agreement was negotiated in 
July 1976. 


MATTAGAMI LAKE MINES 
LYON LAKE DIVISION, Ignace, Ontario 


Mine Development 

By mid-October 1976 the shaft had been completed 
to its design depth and stations had been cut at 200-foot 
intervals. The main sumps had been completely 
excavated and dams, floors and equipment bases had 
been poured. All the shaft services had been completed 
with the exception of the loading station which was 30% 
complete at year end. 


A separate access to the ore zones by means of a 
decline in the Creek orebody area was commenced in 
May and by year end 5,500 feet of development in that 
area had been completed. The Creek orebody was inter- 
sected and average grade of the orebody at that point 
was 9.23% zinc, 1.60% copper, 6.44 ounces silver per ton 
and 1.12% lead, up to or exceeding expectation. 


The first bored raise from surface to the 200-foot 
level for ventilation initially, and backfill ultimately, in 
the Creek area was successfully completed prior to 
Christmas. 


A large portion of the mine planning and engineer- 
ing has been completed with the related lateral develop- 
ment work, stope preparation, crusher installation, etc., 
scheduled for 1977. From time to time during the year, it 
is planned to run batches of development ore through 
the Mattabi concentrator to determine the milling char- 
acteristics. 


Lyon Lake intends to take over a portion of this 
underground development from the contractors early in 
1977 and for that reason there were 41 employees on the 
payroll at year end in readiness for the take-over. 


Ore Reserves 


There was no change to the reserves which remain 
at 4,030,000 tons grading 6.66% zinc, 1.15% copper, 
0.63% lead, 3.39 ounces silver and 0.010 ounces gold per 
ton. 


EXPLORATION DIVISION 


Mattagami continued its active program of explora- 
tion throughout 1976 as a total of $2 million was 
expended in the provinces of New Brunswick, Quebec, 
Ontario, Alberta, British Columbia and the North West 
Territories. Field offices were maintained at Matagami, 
Quebec; Thunder Bay, Ontario and Edmonton, Alberta, 
to service the field crews and receive outside property 
submissions. In eastern Canada, the search was mainly 
for base metals, especially in the Matagami, Quebec and 
Sturgeon Lake, Ontario, areas where Mattagami cur- 


rently is operating ore treatment facilities. In Western 
Canada, exploration programs were oriented mainly 
towards the search for uranium and molybdenum 
deposits. The monthly payroll averaged 35 employees, 
not including 22 students hired for the summer field sea- 
son. Mattagami, as of December 31, 1976, excluding its 
two producing mining properties, controlled the mineral 
rights on mining claims, leases and permit areas totalling 
210,045 acres, an increase of 90,261 acres from the 
December 31, 1975 total. 


During 1976, Mattagami carried out exploration 
programs on 34 properties or project areas including 18 
carried over from 1975 and 16 new programs initiated 
during the past year. Work on the various projects 
included 7,916 line miles airborne geophysical sur- 
veying, 1,057 claims staked, 623 miles line cutting, geo- 
logical mapping, 1,168 miles ground geophysical sur- 
veys, trenching, assaying and metallurgiacl testing. In 
addition, 110 diamond drill holes totalling 50,428 feet 
were completed on 15 properties to assess anomalous 
situations resulting from survey work. Fifty-seven out- 
side properties were submitted for Mattagami’s consid- 
eration in 1976 of which five were optioned as recom- 
mended by Mattagami’s geologists. Twelve of the 1976 
projects were under option or being jointly explored with 
other mining concerns, all under Mattagami’s manage- 
ment except one. Although no economic mineral 
deposits were discovered by Mattagami in 1976, results 
were sufficiently encouraging on 17 projects to warrant 
continuing exploring of them in 1977. 


ACKNOWLEDGEMENT 


Finally, it is with thanks that I recognize the efforts 
of the talented and loyal employees across Canada who 
have contributed so much to the success of the company. 
I record with pleasure once again the full cooperation 
received from Mr. Camille Marcoux, Manager of Matta- 
gami Lake Mines, Mr. William Allan, Manager of Mat- 
tabi Mines, Mr. John D. Harvey, Manager of Explora- 
tion, and Mr. James R. Wilson, Superintendent of the 
Lyon Lake Division, their staffs and all their employees. 
I record also the continuing support and guidance 
received from the officers and directors of the company 
and to all I extend my deep appreciation. 


Respectfully submitted, 
WM fhirck 


MURRAY W. AIRTH, P.Eng. 
General Manager 


Toronto, Ontario, 
February 17, 1977. 


MATTAGAMI LAKE MINES LIMITED 
(NO PERSONAL LIABILITY) 
AND SUBSIDIARIES 


CONSOLIDATED STATEMENT OF NET INCOME AND RETAINED EARNINGS 


Year ended December 31, 1976 


with comparative figures for 1975 


1976 1975 
(in thousands) 
Ree RE es PEG HIE SL OCUCEION Brecon Cees oes 02 b 2o he peecees esac vues laebd ies lob soetiease Wechokeaseas > 95,578 107,945 
Expense: 
PBS MC TO OG CLIO ate tens tet esc et a yeh adie Tex autacdaasca sph iandaneeducaeatssaceetabbees 46,721 44.746 
LX AHMTELIS TAIT) GATING COL PO LATCH cn) 5. cche neds ion cicah sa hoveddatsesensseyedses sy stdauuatees 1,086 937 
BEG Nb eae eect car, otc bd onsncns snnsclel cs ehtnsnyqrovatnaucsrtciabrdrenie 1,993 1,489 
BEAD IST NEES INOS ECR a ie tc a EY ae oe An DARIEN eae eH aR ORT 6,293 5,872 
AE USTUEL A OU (TIO UCM OM ash oe. cadens his Bobice evar icossascevsk suas boeataadaatvvesbenesoaeste 1,963 1233 
BTC es Vane aetna eae eel eats asp nab Sede Gane a snciys dhdupduceadaw dds ouedsonneteedbemed 908 657 
58,964 54,934 
BNC tO OE Ta ENO BECOMING Ie weyeanasilacnys $3 ue<tcannonsttncandtnen ar ssOherhdavstrnetvcseyaaeat 36,614 53,011 
Investment and other income ates es saat tices Soca Uies hes Shnaclenandaiaiateestuameenes 1,226 1,920 
37,840 54,931 
Income and mining taxes: 
CT Ge Nt ee IDs eee aad ane R ee a a irsn Bias su ceinan cop bu esses cnduiivutiqsooneodesbaaadusepeeeaodd 17,728 22,760 
DRC CCR ee hee een On Pett ic Loti ncnilsncaveaanansicedectanndtoephac balan venancdenvaanes 2,107 333.15 
19,835 26,135 
18,005 28,796 
Minority interest in net income Of Subsidiaries ..........cceeceeeeeeeerenereeeeseees il 3,777 4,417 
Net income before extraordinary iteM ..........0:cccceee ieee 14,228, 24,379 ) 
Extraordinary item (NOte 3) ..........c.cccsseoseccessesncsssnasseeneesesnsnnsasstessssesanseness 757 & 
Net income for the year ...........ccccccscseeccneeseeeeeetecneeneeseeseereneesneens 14,985 24,379 
Retained earnings at beginning Of Year... eessseseeseseseseereeneneneneneeteeey 94,934 87,771 
109,919 112,150 
Tea Tle CL Sme ea reer estoy cts karainas swish ipas'ttosn opiitwn asian ecbbandoakeete ee pen anedwenbinow aio 13,244 17,216 
Retained earnings at end Of year wissen teneeentens $96,675 94.934 
Earnings per share: eae 
Before extraordinary item oo... seesseneneneeneneneaseneneeseeereseeessenes ($1.07 ) 1.84 
After extraordinary item ....ccsscereessresesssessasseeeneanerensnseesensareasasseensnenees lets 1.84 


See accompanying summary of significant accounting policies and notes 
to consolidated financial statements. 
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MATTAGAMI LAKE MINES LIMITED (incorporated under the laws of Quebec) 
(NO PERSONAL LIABILITY ) 
AND SUBSIDIARIES 


CONSOLIDATED BALANC] 


with comparatiy 


ASSETS 
1976 1975 
(in thousands) 

Cash.and short-term InVeStmentSiy ence a ee ere ee eee Sue 2,53) 963 
Marketablessecuritics ee. cresrcee cere eee 5,415 5,415 
Accountsrandssettlenientsmne ce1val bl Cmpeaeeeeeee eee ere 22,981 [5554 
Mine: products, 5.0.2.5. uce cates teprcres etre cg ee acer ence ee rare 50,530 64,306 
Materials, suppliessand= prepaidmexpensese een eens 5,947 5,340 
87,408 O11 
Property) plant and equipments Mote) ieee cee rete ee eee 111,562 109,175 
Less accumulated ‘depreciation inc.-cerntecc cere tenes ee nee eee 58,359 52,928 
53,203 56,247 
Mining property and rghts\(n0te12) osc scenester eee 4,635 5,368 
57,838 61,615 
INVESTIMEMtS s.0.sescasieanstisasroeeeoneyeerentarvonboong eBeeaty ee cante t OmenE tt ee nears ae 3,027 2,983 
Preproduction and¢deferredsdevelopmentarars: cnet tats eee 17,354 12,563 
QUEL aes uiecnisedashisentines sine neeemep cutee tgceen te Ser Nate e0 Meee ste 2 mre tee agen nee 1,149 2,403 
215530 17,949 
$ 166,776 171,142 


See accompanying summary of significant accounting policies and notes 
to consolidated financial statements. 


TEET — DECEMBER 31, 1976 
ires for 1975 


LIABILITIES 


Current liabilities: 
UKM AS ALIG ACCC LAL COS in ae ang ccaeensr enh can evan ei etslaedenl steers 
Accounts payable and accrued liabilities 


Income and mining taxes 


OIET eM EDOnUO ME OLMOn ge terml CED ser sc.canrey.csheSicease eouassssoenieeneeeesseenace 


Long-term debt: 
OIE, SIR, SODEMI TATA? LIED, 1 core Acute Orgy meena ay ie strana rae en areet nee 
Gir c DENOTES eIMALULIN PL ISO ier tacotscstscceseas aeuse Mevsptoneceasdtoonctsiestede 


Minority interest in: subsidiaries <...:0.:........c:cc.c.sssecesseesaswaesasenteereacesesseteacescoutanee 


Deferred income and} mining taxes. ................0..c.cccsesscrssscoessensescenseneocssecesesensee 
Shareholders’ equity: 
Ga ita WESLOCK a TOUR i eee tase ats andsadey tones okduoseptostaetee shel edeaSoces fer ceseotaee 
CS OG DERCS SUC D LUIS oor cts tevin scasschitesnindsauitau rsvasteese sansivadioyesadivemeneseqesthtersernnac 


PRC UAC Me ARIE OS pee ate cates sn daernnoesen atatorseNeenstspscasaceratenrenene eas torense a: 


Commitments (note 5) 


On behalf of the Board: 


W.S. ROW, Director 
Jean HABE, Director 


1976 


1975 


(in thousands) 


$ ae 
11,310 
18,511 
194 


30,015 


900 
600 


1,500 


22,404 
Wow 


6,664 


Le Si 


8,451 


96,675 


105,126 


$ 166,776 


16,522 
8,150 
10,304 
154 
35,130 


1,200 
800 
2,000 
23,814 
6,856 


6,621 
1,787 
8,408 
94,934 
103,342 


171,142 
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MATTAGAMI LAKE MINES LIMITED 
(NO PERSONAL LIABILITY) 
AND SUBSIDIARIES 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 
Year ended December 31, 1976 


with comparative figures for 1975 


1976 1975 
(in thousands) 
Working capital at beginmimne Oh Year. asc) eats ccteverkcnrst tee soc eace eee $ 56,448 58,654 
Funds provided: 
From operations: 
Net. income: before extraordinary, Meni etre ate vencsueasosseee cece 14,228 24,379 
Minority interest in/met income Of Subsidiaries.) 2 oy csctes Se 4417 
Charges not requiring funds: 
Depreciation, and amortization! 20, ...-eeccecss.usacssssasassaqsss tsb mereraamantine 8,256 7,105 
Deferted income and minine. taxesy tees ce steess agence nnaee 2,107 3.355 
28,368 39,216 
Stock “options exercisedin cy ses. ave rs peasy Ove naava eset teem ope tances 43 = 
Other met ie. i: ee RU ea rek Rn teagan ee ee eee 1,254 (420) 
‘Total funds: provided, 2 ura... aass.cec cael. aunaesesraliee mena Reeaeees scarey 29,665 38,856 
Funds used: 
Property.) plant <andvequipimenty net inc: ate ccediass cok are ctraneconretee 3,249 8,950 
Preproduction and deterred development ec.csk- sc esas ene 6,021 7,453 
Repayment. of long-term cet, tiicjecscornstcsneatescdsttrencsdueseounere weadeees nate 500 = 
Dirvidlemd sii ccesadpascsccclt ghetalcc aeons sna cae gtaae eet eesti ES eee 13,244 17,216 
Minority interest in dividends of subsidiaries Qi. er es 5,245 pet] 
Minority interest in advances repaid by subsidiary «0.0.0.0... 417 
INCKEASE! Ay INVESTEC I Eg .csccgtecen.v tere Peete eee ere tt ae te nee eee 44 164 
Total funds. weedy ic.c:.ceis coueheaeeeere se eae esate cae eee eerteneneR eT 28,720 41,062 
Net vincrease (decrease) ii. ear ereen tne een enn rn cere 945 (2,206) 
Working’ capital atrend sof year fe aaet peace ete teen eee ee S393 56,448 


See accompanying summary of significant accounting policies and notes 
to consolidated financial statements. 


SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
December 31, 1976 


Mattagami Lake Mines Limited is a public com- 
pany incorporated under the laws of the Province 
of Quebec. The company operates a zinc and cop- 
per mine in Quebec and is developing mines in 
Ontario. Its principal subsidiaries are Mattagami 
Refining Inc., which participates in the operation 
of an electrolytic zinc reduction plant in Valley- 
field, Quebec, and Mattabi Mines Limited, which 
operates a zinc and copper mine in Ontario. The 
company has contracted with a subsidiary of Nor- 
anda Mines Limited to act as its agent in selling its 
mine products. 


These consolidated financial statements conform 
with accounting principles and practices generally 
accepted in Canada. A summary of the significant 
policies are as follows: 


(1) Basis of financial statement presentation: 


The consolidated financial statements include 
the accounts of Mattagami Lake Mines Lim- 
ited and all its subsidiaries. A long term 
investment of one of the Company’s subsidi- 
aries is accounted for on the equity basis. 


(ii) Investments: 


Marketable securities are recorded at cost 
which approximates market value. 


(iii) Inventories: 
Mine products produced and purchased are 


valued at estimated net realizable value. 
Materials and supplies are valued at cost. 


(iv) Fixed assets: 
Mine plant and equipment is being deprecia- 
ted using a straight line method based on the 
estimated physical lives of the assets and the 
economic life of each mine. Mining properties 
and rights are amortized on a straight line 
basis over the estimated economic life of each 
mine. At present, the period of depreciation 
and amortization is over the next seven years. 


The zinc plant assets are being depreciated 
over a fifteen year period. 


(v) Preproduction and deferred development: 


The costs of preproduction and development 
are deferred until the assets are utilized in pro- 
duction and are then amortized on a straight 
line basis over an appropriate period for each 
mine, which is presently three to seven years. 


(vi) Exploration expenditures: 
Exploration expenditures are charged against 
current income unless they relate to properties 
from which production is reasonably certain, 
in which case, expenditures are capitalized as 
preproduction and deferred development. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
December 31, 1976 


1. Property, plant and equipment: 

Prior to 1976 certain of the mine plant and 
equipment was being depreciated on a straight 
line basis until 1978. In view of the most recent 
estimate of ore reserves, amortization to income 
of the undepreciated balance at December 31, 
1975 has been extended. During 1976 the zinc 
plant expansion became operational and was 
integrated with the existing plant which, prior to 
1976, was being depreciated on a straight line 
basis until 1981. The integrated plant is now 
being depreciated over fifteen years. 


As a result of these changes in estimates, depre- 


ciation has decreased by approximately 
$1,260,000 for 1976 and net income has 
increased by approximately $800,000 or $.06 
per share. 


2. Mining properties and rights: 

Prior to 1976 mining property and rights were 
not amortized. During the current year, the 
company commenced to amortize these 
amounts and as a result, amortization has 
increased by approximately $730,000 and net 
income has decreased by approximately 
$380,000 or $.03 per share. 


3. Extraordinary item: 


The extraordinary item results from the recog- 
nition, in a subsidiary, of certain income tax 
benefits relating to prior years but not recorded 
until there was reasonable assurance that the 
company could utilize them. 


4. Capital stock: 


Authorized capital stock consists of 20,000,000 
Class A and 20,000,000 Class B common shares 
without par value. Shares of each class may be 
converted into shares of the other class at any 
time at the option of the holder. However, the 
combined issued and outstanding shares of 
both classes may not exceed 20,000,000. Class B 
shareholders are entitled to receive, when 
declared by the board of directors, dividends 
out of either tax-paid undistributed surplus on 
hand or 1971 capital surplus on hand, as 
defined in the Income Tax Acts. In all other 
respects Class A and B shares rank equally. 


Shares issued and outstanding at December 31, 
1976 are as follows: 

Class A 13,043,853 

Class B 202,047 


13,245,900 


At December 31, 1976, options on 11,700 shares 
were outstanding under the company’s stock 
option plan at prices varying from $11.66 to 
$17.31 for periods up to 1982. Options on 3,700 
shares were exercised during 1976 at a price of 
$11.66 cash per share. 


. Commitments: 


Estimated capital expenditures approximate 
$8,000,000 for 1977 and $4,500,000 for 1978. 


. Temporary economic controls: 


The company is subject to, and believes it has 
complied with, the Anti-Inflation Act and Reg- 
ulations which provide for restraints on prices, 
profit margins, compensation and dividend 
payments to shareholders. 


. Litigation: 


The company is one of fifteen defendants in an 
action for $8,034,000 and an injunction which is 
being contested in the Superior Court of the 
Province of Quebec, for alleged environmental 
contamination and interference with aboriginal 
rights of Cree Indians In Northern Quebec. The 
company is confident that no liability will arise 
as a result of this litigation. 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the consolidated balance sheet of Mattagami Lake Mines 
Limited (No Personal Liability) as at December 31, 1976 and the consolidated state- 
ments of net income and retained earnings and changes in financial position for the 
year then ended and have obtained all the information and explanations we have 
required. Our examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as we considered 
necessary in the circumstances. 


In our opinion, and according to the best of our information and the 
explanations given to us and as shown by the books of the company, these con- 
solidated financial statements are properly drawn up so as to exhibit a true and cor- 
rect view of the state of the affairs of the company as at December 31, 1976 and the 
results of its operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles which, except for 
the change in policy with respect to the amortization of mining property and rights 
referred to in note 2 to the consolidated financial statements, were applied on a basis 
consistent with that of the preceding year. 


fat Mnnk MIL €G, 


Chartered Accountants 


Toronto, Canada 
February 10, 1977 


So Ee a 


Pies r 


MINES LAC MATTAGAMI LIMITEE 


(Libre de responsabilité personnelle) 


RAPPORT INTERIMAIRE AUX ACTIONNAIRES 
Pour le semestre 


‘ tes terminé le 30 juin 
ETAT FINANCIER CONSOLIDE — non verifié "4976 4975 
EXPLOITATION (en milliers) 
REVEMUSEACE aN PKOGUCHION sw camrkcersc aan dew: aoe tees erwin are ee $ 49,356 $ 59,650 
Dépenses 
CovtecdeslasprocductiOnigas wee ces cre uate hehe ee pec elyk danee ns Gnceteatee 23,816 22,943 
EFaisechexplorationipeay ara ts etter aoe cose ci cee cacao ciereh ais ces 946 773 
Amortissements et depreciation’ 2.05. wa. ap ns an Guthies Harwin cep on ees 4,280 4,289 
29,042 28,005 
REVenusmnerseciexp Oltatlonigerers ey sor Cots. sree te sokearictys huaieis.c nlc soe ene ceeune sees 20,314 31,645 
RevienlseGeseplacGMenhntS ewe wes sn aorta! weenie Sia Fac dia idiom ate as 506 1,240 
Revenus avant paiements d’impdéts et d’intéréts .....................-.-005. 20,820 32,885 
BrALS mCLINCGNe timer semrere an we eer cc Sn one ceca ey on, att comics uitbaamianrt otha ce ee 688 104 
[mpotcsurmle-reventnek lasprOoQuCtION Tse. seein. ersceeaas dcr hy eas cic. tele 12,457 16,207 
13,145 16,311 
Revenus nets avant déduction des participations minoritaires ................ 7,675 16,574 
Participation minoritaire aux gains des filiales ...........................55. 906 3,003 
FREVGM URI G lime ae amet eee he tere ee crs cy ee en he ceebilt atd aera $ 6,769 $ 13,571 
Revenuenete actions (t3.244°200)e serene ety ord s mutandis ele ae es $0.51 $1.02 
EVOLUTION DE LA SITUATION FINANCIERE 
Source ; 
Exploitationa—— TeVvenUSenets caste cea mime amare ens Mons oa a eet ss $ 6,769 $ 13,751 
— amortissement et dépréciation ......................... 4,280 4,289 
— impdéts sur le revenu et la production (reporté) ........... 1,970 916 
— participation minoritaire aux gains des filiales ............ 906 3,003 
— participation aux gains des compagnies associées ....... (145) (154) 
DIVGIStac hrs ae ee eee ON, a Re a eae A Te 1.) CR ES ae ae oa 710 365 
14,490 21,990 
Utilisation 
Amorisement.derlardettesaclong termelseewsc ee en eos sei ee Sees eee a 500 375 
Immobilisationz (net) acne eas ween ee ee pa ee eer et a ng tt ne 1,511 5,295 
Frais d’exploration et de mise en valeur (reportés) ..................... 1,984 4,087 
DIVIQCNGSS rewrite ee ee Ce ee RE NN Re vind oa tid ts og 6,622 10,594 
Participation minoritaire aux dividendes des filiales ..................... 1,200 4,000 
Augmentation (diminution) du fonds de roulement .......................... 2,673 (2,361) 
Fondside roulement auete= janvier 220.7558 -5 4c. seeker oe wore es acest eae 56,448 58,654 
FOndSadegroulements aus) UiNia-aacr ic tew iced mee ne are ewe aes ae $ 59,121 $ 56,293 


Le profit de 51¢ l’action pour le premier semestre se situe G 50% de moins que pendant la période 
correspondante de 1975. 

Les pertes subies par Les Engrais du St-Laurent ont fait diminuer les profit de 7¢ l’action. Cette usine de 
fabrication d’engrais a été fermée pour une période indéfinie ce qui a mis fin aux pertes. Des économies d‘impéts 
pourraient faire recouvrer une partie de la perte. 

A la Canadian Electrolytic Zinc, Ja production avait été prévue & un rythme réduit pendant les six premiers 
mois afin d’utiliser de fagon plus efficace la main-d’oeuvre et l’énergie électrique ainsi que pour étudier des problémes 
survenus pendant la mise au point de I’usine agrandie. Les problémes causés par des travaux de construction de qualité 
inférieure et quelques erreurs de conception ont réduit le rythme de production prévu, ce qui a atteint les profits. Les 
modifications et les corrections sont parachevées en grande partie. On prévoit que la production atteindra une moyenne 
de 85% de la nouvelle puissance nominale pour le reste de I’année, aprés une fermeture de trois semaines en juillet 
pour les vacances. 

Les mines Lac Mattagami et Mattabi ont obtenu de bons résultats en matiére de productivité et de rendement. A 
Mattabi, le syndicat a ratifié un contrat de travail de deux ans. Cette exploitation a apporté une contribution de 
$2,773,000 (21¢ l’action) aux profits pendant le semestre. Les travaux préparatoires se déroulent selon I’horaire prévu 
a@ la Division Lyon Lake. ae 

Les administrateurs ont déclaré un dividende de 25¢ l’action pour les actions ordinaires de la catégorie A et de 
21¥%4¢ Vaction dans les cas des actions ordinaires de la catégorie B, tous deux payables le 16 septembre 1976 aux 
actionnaires inscrits en date du 13 aodt 1976. 

Toronto, Ontario Le président 
29 juillet, 1976 J. A. HALL 


ATTAGAMI LAKE MINES 
LIMITED 


(No Personal Liability) 


INTERIM REPORT 
TO SHAREHOLDERS 


Six Months Ended June 30 
1976 


MATTAGAMI LAKE MINES LIMITED 


(No Personal Liability) 
INTERIM REPORT TO SHAREHOLDERS 


For the six months 
ended June 30 


CONSOLIDATED FINANCIAL SUMMARY — unaudited 1976 1975 _ 
OPERATIONS: SESUUEETI) 
Reventon fon, Production 0.6 anim age 2s oe eS as OOS eae ies $ 49,356 $ 59,650 
Expense 
Costrotsproductionigsa «ose ne emo. te a Berm anak che ceamecken emer 23,816 22,943 
Exploratlonh@XpenS@S cc mcrorera eh wat al te oor petra) hn a emeam treeen canes 946 173 
Depreciation andvamomtizationy eget. carn ee ean en toe 4,280 4,289 
29,042 28,005 
Netfoperating=INCOMeOs ese ners soe ee er cee ae eter ee, ee eee 20,314 31,645 
INVESTME It SaTINCOITN Ge ree sree res oe oe cp rn cee reece are 506 1,240 
Income beforesinterest expense and taxeSs.....-c.emoeee 92 on] ee 20,820 32,885 
TAFETEST LEX DEMSE ere werorcteae cy ets i ose tem carmcr eee rare rn co nes. a eg eee ia 688 104 
incomezandsproduction: taxes. pyre. Sonn ns en ge ee ae anu eens ee 12,457 16,207 
13,145 16,311 
Net income before deduction of minority interest ........................... 7,675 16,574 
Minority interest inveamings, of subsidiatics=.9 1 -sshmwrs es: a0. eee eae 906 3,003 
INGtal CONTIG a eter Mite ac awa ce eee et ony oe ea ee, $ 6,769 $ 13,571 
EarningSapensshtane=.Cl3. 244200) memes che ey ek ee eae wali sete coerce essere $0.51 $1.02 
CHANGES IN FINANCIAL POSITION 
Source: 
Operations net incomes eerste eee eres see, oe en oe ee $ 6,769 $ 13,571 
— depreciation and amontizationivepe ss .....s0e ss. oss. eo: 4,280 4,289 
— income and production taxes deferred .................... 1,970 916 
— minority interest in earnings of subsidiaries ................ 906 3,003 
—— share) Of-earnings -Of/associatemener-s- 5. occas. nc wee oes (145) (154) 
OPM CR ierae tee seers reece ee Se og RR er TE ce Es da a 710 365 
14,490 21,990 
Application: 
Reductionzofsiong-tenmnG eb Geese perei ai een een ny ee oer eae 500 375 
Fixeds ASSEESS CMEC E): cas cpcee cre cece eee rs ccc aS re 1,511 5,295 
Deferred: exploration andidevelopmente..--cesermi as es oe een cane 1,984 4,087 
Di Vide ROS tig ye oe eres ee ed oe ENE oe Sdonac, owen ene 6,622 10,594 
Minority interestsini dividends of subSidtanieS ss .nemm ree as) nas wna. 1,200 4,000 
11,817 24,351 
Increasee (decrease) = Inaworkingecapitalleees.cat-sweewenretee erg ee in ec. 2,673 (2,361) 
Workingiica pital scan Ui eliy col abet teem cnr eng an eel, sae ste 56,448 58,654 
WORKIN GaCapit al RIUMNGs3 Omer were a enter aera eee ce Re seen ce ec teens $ 59,121 $ 56,293 


Profit of 51¢ per share for the first six months of 1976 was 50% lower than the comparable period 1975. 

Losses at St. Lawrence Fertilizers reduced profits by 7¢ per share. The fertilizer plant has been closed indefinitely 
and the losses have been essentially stopped. Some of the losses may be recovered through tax savings. 

Production at Canadian Electrolytic Zinc was scheduled at a reduced rate for the first six months to make efficient 
use of labour and electric power, as well as to work out problems encountered in the tune up of the expanded zinc 
plant. The problems caused by sub-quality workmanship in construction and some design errors did reduce the rate of 
production below plan and adversely affected profits. Alterations and corrections are now mainly finalized. Production 
is expected to average 85% of expanded capacity for the balance of the year following a three week plant closure 
for vacation in July. 

The operating mines, Mattagami and Mattabi, had good productivity and performance. A two year labour 
contract was ratified by the union membership at Mattabi. This operation contributed $2,773,000, or 21¢ per share, 
for the six months. Development at the Lyon Lake Division is proceeding on schedule. 

The Directors have declared a dividend of $0.25 per share on the Class A common shares and $0.2125 per share 
on the Class B common shares, both payable September 16, 1976 to shareholders of record at the close of business 
on August 13, 1976. 

Toronto, Ontario, J. A. HALL, 
July 29, 1976. President. 


MINES LAC MATTAGAMI 
LIMITEE 


(Libre de responsabilité personnelle) 


RAPPORT INTERIMAIRE AUX 
ACTIONNAIRES 


Pour le semestre terminé le 30 juin 
1976 


